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AN INTE PRETATION OF “PARITY PRICES" FOR PACIFIC COAST 2GG PRODUCE BS 


by 
H . E. Erdman Yana Ge Be Alcorn 2/ 


Since 1933 the term "parity prices" has been used so commonly in discussions 
of the farm problem that it may seem ridiculous to discuss the meaning of the term 
in 1942, However, it was early in 1942 that a representative of the federal govern- 
ment, long familiar with the poultry industry, when asked to explain the meaning of 
"parity," is reported to have said that "there are seven men in the United States 
who can tell what parity is -- Einstein and six men in the United States Department 
of Agriculture." 3 


Meaning of the Parity Figure 


Poultrymen, like other farmers, have generally approved of the legislation 
designed to give them "parity prices" for their products, It sounded fair, looked 
simple, and was something one could talk about. 


It didn't seem important to bother much about the exact meaning of the term 
or how to calculate it until Secretary Wickard announced on September 8, 1941, that 
prices of eggs, among a half dozen "nonbasic" commodities, would be supported at not 
less than 85 per cent of parity or comparable prices. 4/ Definition of the term 
became still more important upon the passage of the Emergency Price Control Act of 
1942 with its special provisions relating price ceilings on farm products to parity 
prices. At once farmers began to ask all sorts of questions, Among them are the 
folloving, some of which we shall try to answer; 


1. What is the meaning of “parity"? How does one arrive at parity prices? 
g parity P | 


2. What are the "farm prices" used in calculating parity? How do these 
farm prices as published for Pacific Coast states compare with the national figure? 
. \ 


3. How did Pacific Coast and national farm prices of eggs compare in the 
base period? 
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V/ Professor of Agricultural Economics, Agricultural Economist in the Experiment 
Station, and Agricultural Economist on the Giannini Foundation. 


2/ Assistant in Agricultural Extension and Associate on the Giannini Foundation. 


8/  Termohlen, W. D., Chief of Poultry Division, Surplus Marketing Administra- 
tion, before Thirty-Fourth Annual Spring Convention of the Missouri Egg and Poultry 
Shippers Association. American Egg and Poultry Review. March, 1942. p. 138. 


4/ Public announcement, September 8, 1941, United States Department of Agricul- 
ture, with respect to the expansion of production of nonbasic agricultural commod- 
ities. Information for the press, 


@i<pUCOHS 90: TeAOD-OTN OA At Neshans ¢rSLAM™. 90 MORRAT RK ST MA 
=. x 
‘ isha oi we: ae jeont Stal &. 


amoseeroeib. xk yisonumo oe: begs aood nat Teeadrg- ytesad" met srl £8€£ ooak® 
eet edt to gabason od? seuceth @F, fon irto9 poy yen 2 sedd moldotq mist ef? to 
atttevog fatebet add io avideduoowiget .2 jett S20 qi yfise eaw of .,revewoH eget ne 

to gnieson add atafqxe ot betas, syaeor qed eave ativog odd. ddiv nek liaat gaok 
eatied2 heat ef ni nom never .qyp seis” telt hie ava ot bodroget ef “y hog 


dremasaqor Rotate Hegial edd at man BES hee - mines vou “BE bees Yo" tied" rae - 
5 Rion : a 


owye® ‘waist oe he -priieoki 


moftaleigei edt to beroxgge Aieg pred gereiiet tedto eathl pttomprt trot a 
besiool gtist bohswoa JT on ie abesid not Mansaxg tiiaq* oct orig ot -bouptooh 
‘amamianel iad Alves emp gaiddemos 2ar bee ,ofanite. 


amet edt 4e gatasem toaxe wit pe “estod ot teatro qi mea I abib a 

tart .[20L «3 tedmedqe? so hgouwoane puakoay yiatesos® Liday ti etaloolao ot wod to 
ton te bedroqqua ed bivow ,agifzihomupe | *opeadsog™ Beso tiad a gnome ~¢age to or 

met ott to aortiatied 8 »Reodag sidatagtoe to wine to tava teq 88 aallt c 
to toa Lordaod eokis, yourgyant edt Io epaatag edt Soqu tentroqmé ettoct {ibte sane 
ytites of etouhorsc messi oo wutites eodi¢ gaitales scotedvorg Letoeqe “edi ddzw Stef 
ads ap tedd gecms potottrqnp 20 afiog [fe der of maged cxcorial one JA yaeoiig 
stewane of yar fiedle ow doldw te emos apetiesies 


Tesotra udiveg te svivta. ego ‘ano we segtesag™ to yoaineen eft ef dedT of 


seed? ob wo Tythiag satdelapion ab peas “sonktg wat" od ore tad? 9S 
‘Tong Lenolian odd ddiw esequee gatede gaacd afdtoag® sot bested Lot ae wening aie 


edd af vmene “aae ‘to. seo. f1g nek fanottes bas gage oftfesl bib wll h . 
Thefteq easd 


Taewwhe oe nee awe a4 aot +> etmayen om STE See eee eer neeneemnn nae ee ee Poe re tg 


scat pe ets af telmosool Les iyoss ge. parvapa agi fguativokegs. to toresTort th 
afin ieee Sabomnh? odd oa, Tekpaneed LenatfueltgA Bas gent 


ssohtebaso? taisneld aft so etatopega, bie. ce taped: Leswtiveinsa, at dneteteeaA = \E 


 aebetabcbs gaktostss:/ Gerierr a2. eogbubaiee yates: te: Yoeld eat oll ao Giome? % 
| PEiwet hae ggf Pwosatl edd, In, agktnerm): sneak Senna dito ysl? etoted nots 
086i eg oSORL eflomsnii ewaivel: VR yges. bee: 332 aaoiteah. smttelooses. avenaete 


eluoiigh to tnentieqed? aetatg a aftRde 98 sedemesteyo®: witromooncornia of duit \ 
shone Letutisotigs ofaednos. % . meitogbenq. ta sotameqxe- orfd: ot) dvequet ddiw ,eiws 
: peer ont to noltanrio tal. ones 


re 


F ratatatated sealant’ wack achat amarinairsd des Lwery se ee. mR eae nnn nein am atantesem sna ee state i 








4, What is the nature of the "prices paid" index? How do changes in it 
compare with changes in the prices of poultry feeds? | 


5. Can parity be calculated for states or regions just as it is for differ- 
ent commodities? Would there be a difference between parity for the Pacific Coast 
and for the rest of the country if so calculated? 


6. What are the reasons for using different bases for different commodities? 
Are parity egg price calculations necessarily figured on the 1909-1914 base? Have 
conditions so changed as to suggest changing to "comparable prices"? 


7. How does cost of egg production vary in different parts of the es 
To what extent do feed-egg ratios give an indication of changes in costs of produc- 
tion? 


8, Could poultrymen in high feed cost regions be supplied with “surplus 
grains" at less than parity prices rather than to force egg prices higher through 
high feed costs, thus ultimately curtailing consumption? 


Calculation of Parity Prices.-- The calculation of parity prices in any year 
for any particular product is not difficult if certain price data are available. 
The necessary data are (1) prices received by farmers in the United States during the 
base period, (2) an index of prices paid by farmers during the base period for cer- 
tain goods and services used in production and living, and (3) a similar index of 
prices paid during the recent period for which parity prices are to be calculated. 


According to the wording of the Agricultural Adjustment Act of 1938, 
“'Parity,' as applied to prices for any agricultural commodity, shall be that price 
for the commodity which will give to the commodity a purchasing power with respect 
to articles that farmers buy equivalent to the purchasing power of such commodity in 
the base period," 5f" 


With the index of prices farmers paid at 100 in the base period and 133 in 
1941, we can most simply calculate the parity price of eggs for 1941 by multiplying 
the base period price of 21.5 cents by 133 and dividing by 100. The product is 
28.595, Hence, dropping decimal figures, the parity farm price of eggs for the 
United States in 1941 was 28.6 cents. The simple average of the monthly prices 
actually received by farmers was 25,0 cents, or 87.4 per cent of parity. &/ 


‘B/ =First part of section 301(a) of the Agricultural Adjustment Act of 1938, 
Public Now 430, 75th Congress, The section continues by providing specifically that 
such calculations are to “reflect" changes in interest on farm mortgages, taxes on 
farm real estate, and freight rates. 


- It should be noted that this simple average of the monthly prices for 1941 
differs from the weighted annual average published in Crops and Markets. The 
weighted average of 19.7 cents for the base period and 23.7 cents for 1941 makes 
allowance for the larger quantities sold during the spring at low prices. (See: 
Agricultural Statistics, 1941, p. 472; and: Crops and Markets, February, 1942, 

pe 59.) To calculate the parity price on an amual basis, one should more correctly 
multiply 19.7 by 133 and divide by 100 which would make 26.2 the parity price for 
1941 comparable with the actual weighted average of 23.7 cents, or 90.4 per cent of 
parity. 


ee ee me OF yO ae sO a ES EF ee TO SE ED Oe ee Se EF ee ae Se ee 




























“wert sot et 2 ee ¢ ss rt cue a 
een wre ee Taek 


_ teste ttonmse i ea etal, a ene : 
ugok Pomad..ste e008 odd sto Bottisty engétaive lan” sakes 59m wien 
; i asobtg vedere oe gavksiuaile, Saaggue ot 8a ° 
/ 


Pes: renin sido séuor danse lh ak oer aphtpao.ay Ye: 20e saab ma “Nene 
Ee eee ‘Visine tadw of 


oe cutqu? Atv. boktawe.od smtyer dpap tae) ott Stage: dg 
Fe afte — ici? ‘ot ¥ sollfen. pe2k4 ‘te , 
By sc ea paksqareioy es ennai 
ft a icsak shins Seiemm ve; neteabonten Oe ~nangakt ly 4 ii 

ri soldpliovg ot8 ctab ovbtqittadiee 3 4 Ton 0 +01 

eft gubwrh aetad® Sedial! oft af ‘Hreinat Sk ietbaits Genisa'lsy-wal Sigh lasente Oe 
| oe ten 6% boiteo. oad’ oe goltvitty ‘ivenryst, pant ph mm gaoing ‘to. x0bni 08 {S$} ybotteq eaad 
ates Me %q wobat talimie a (8) bas ,gitvEl baw shiteuhoog. 2b bees: eaviviee hue abooy akad 
eee ee 





sgl ae baa holneg ove’ edd at OOf ta biag erga poaing to adit oie cit 
Ps ¥S. 1884 sot axg0 Yo etitty he Bipluotac -plarite Yao ano ow 4 £20L 





touboug ent. cf Ba tose Cased tema soamute 

ord rot sgye to eaing meat wired ois Daag j tgs apres: 

ea seen pow nt elt 9 opaters efqite ae eedese betialy 
ei wesian 20 Soao'ase' B48 tf cating ByAl ser Pune terdooet ‘tm 


por 








Gekeetonnnnegitigesqdeonanesseseewor SETeN Tee eRe eh eee 
oak Ke cee ee mest © 


rh edeepeeren inde poe be Ter ses 
datt yLfsoltioege sat pee ghee ook eatery Site ger 
Ses ee ee eee 


£80L tot seokiq ylddnom adit to egeteve olgmte. oft. tert boston ed- bLvoda 31 








goin « atomrals aqowd nt Lertet Tos 6. Levee teddgtow-ett mol 
Be acdan If. 102 2: Teds Ho Hobe! Heed . aH? tot. atpeo. TPL: Io beddgtew 
ei geepe wol. te gubiqe-ett sniywh Dios. eektisgeup segyal ‘ert-s6 edimwolls 
Ske gysanidel getenttelt Sas eqoud q -sf8@s .gpaiteiditd ‘Lewitinoinas . 
| Yfveerros etom bivode eae sisal Laviiis ‘mp’ tio’ 90. q Nibiag od# etaldoloe’ oT s@2 oc 
| Mot eokuy vhiteg- oft. SOS stat Sis told OOL yt ebtrth be. 86f yd. Tel fun 
40 ines tq oe: 40 Beni ¥.88 re: Marevs beiyisw, Lavtis..od?. ditiw oldeisqmeo [ef 
ie ae “ r ge % ; oft itag 





ibe = 
at awe cee eae ee ead en Nae On ON 

ote pet 
er & 


' t's _ 
¢ ad ¢ wo 
oe. ‘ - ; 
eM ~ 





To calculate parity prices for eggs for a given month it is necessary to 
allow for seasonal price swings. To do this multiply the base period price of eggs 
by the index of prices paid for that month, and then mus OS the product by the 
index of seasonal variation in egg prices for that month, af 


Thus, to calculate the parity price for larch, 1942: 


1. Multiplying 21.5, the base period price of eggs, by 148, the index of 
prices paid by farmers on March 15, 1942, gives a product of 3182, 


Dividing by 100 gives 31.82. 


2. Multiplying 31,82 by 82, the March, 1942, index of seasonal variation in 
egg prices, dividing by 100 and dropping fractions, gives us 26.1 as 
the parity price of eggs for March, 1942, 


The United States peer: farm price on this date was 25,8 cents, or 98.8 
per cent of the parity price, &/ 


The iionthly Farm Prices 


Repeatedly poultry producers have questioned the correctness of the farm 
prices of eggs established monthly by the United States Department of Agriculture, 
The principal measuring sticks have been: (1) returns of individual producers; 
(2) the weighted averages of pool prices paid by certain cooperative marketing 
associations for eggs of all grades and sizes; and (3) central market prices of 
given grades and sizes. 


It should be pointed out first of all that this farm price is in each case 
the average for a state, and that necessarily a wide range of individual prices will 
be included in the average. But let us look into the way it is established in order 
to see what it means, 


How Monthly "Farm Prices" Are Established.-- The Crop Reporting Service of 
each state each month sends a questionnaire on prevailing prices to each of a con- 
siderable group of handlers of farm products and to a smaller number of other persons 
who are connected with agriculture in given localities. Although the questionnaire 
used in California and Arizona asks for prices on 42 different products, sis of the 
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7 The seasonal variation in egg prices has steadily decreased. For index 
numbers of seasonal variations each year from 1910 to 1941, inclusive, see: Poultry 
and Zgg Situation. p. 17. May, 1941, The 1942 index (December, 1941, issue, p. 9) 
is: 


January 96 May 82 September 114 


Pebruary 88 June 79. October 127 
March 82 July 90 November 141 
April . 82 August 97 December 123 


8/ Mid-Month Local Price Report, United States Department of Agriculture, gives. 
prices and parity figures each month. 
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reporting dealers cover only those products which they handle, It should’ de empha- 
Sized that the reporters are not asked to report the prices they were paying farmers, 


but instead to report their estimate of the average rices received by farmers in 
their respective localities. The instructions in is print at the top ofthe sheet 
| carry these two sentences: 


"For this purpose you are respectfully reqiested to report 
on this questionnaire your estimate of the average prices 
received by farmers in your locality, on or about the 15th 
of this month, for such products as you are familiar with. 
As only one quotation is desired for each product, it 
Should be representative of all transactions; that is, 
such a price as, if multiplied by the total quantity sold 
by farmers, would give the total value of all such sales," 





At the other end of the questionnaire, just under the address, is the addi- 
tional instruction to; 


“report prices only for such farm products as are produced 
in your locality and marketed in this month. Do NOT 
report prices of farm products shipped INTO your market, 

eee Quotations should be, as near as can be given, the 
average prices received by farmers; that is, such a price 
as, if multiplied by the total quantity sold by farmers, 
would give the total value of all such sales. Do not 
give the range of prices. Give the average prices," 


Egg price data suitable for use are normally received by the California office 
from some 45 to 65 reporters. These are distributed pretty well over the state, 
although most of them are in the heavy producing areas, The reports are first 
edited; that is, the list is carefully examined and any reports are eliminated which 
are clearly out of line with the level of the market as indicated by other reports 
from given districts, 


The prices reported from the various parts of the state will natural y vary 
widely because supply and demand conditions vary, because methods of sale differ, 
because quality varies, or because individual reporters' estimates are too high or 
too low, 

Thus a mountain area may report relatively low prices in the early spring, 
when local supplies are relatively abundant and the dealers have to find outside 
outlets, Later in the summer prices may be relatively high because local supplies 
have fallen off just when vacationists flock in so that dealers have to ship addi- 
tional eggs in from outside sources. 


Again, in such a mountain area the farmers may sell to a retailer or even to 
consumers, whereas in a commercial area practically all eggs may have to be handled 
Several times as they move from country receiver where the famer disposes of them 
to city consumers who buy at a grocery store. 


In order to get a correct average for the state, the prices are first grouped 
by districts and simple averages computed for each district. From these simple dis- 
trict averages a weighted average is computed for the state, using weights based on 
the census distribution of egg production, Thus, a certain group of mountain 
counties gets a weight of only 1, while a group of central coast counties gets a 
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weight of 38 in the calculation of the final state average for the months 


This practice of "weighting" prices is again based on the idea that the 
resulting state farm price also should be “such a price as, if multiplied by the 
total quantity of eggs sold by farmers, would give the total value of all such sales." 


Our examination of the methods used by the Sacramento office in colle cting 
and organizing the monthly price data fails to reveal any particular flaw in the 
procedures used, However, we have no check on possible bias on the part of the 
reporters, nor on the extent to which they follow instructions in making their 
reports. The men in charge of the work hope to have time, once the current emer- 
geney is over, to reexamine their methods and their data and to work out improve- 
ments. 


Among the points which may need careful examination are the extent to which 
these reporters follow the printed instructions, the basis on which they form their 
judgments of prevailing prices, and the number and distribution of the reporters 
needed to provide a true picture. 


In order to ascertain how well the published farm prices reflect the situa- 
tion from month to month we shall compare (1) the California farm prices with the 
monthly averages of the prices reported during 1941 by California farmers who were 
cooperating with the Agricultural Extension Service on cost and efficiency studies; 
(2) the farm prices with the leading wholesale price or prices in each state; and 
(3) the California, Washington, and Oregon farm prices with the returns made by 
certain cooperative associations. 


California Agricultural Extension Service Price Series.-- The California Ag- 
ricultural =xtension Service has had poultry farm management studies under way for 
some years, In three counties, Sacramento, Los Angeles, and Orange, monthly farm 
prices were reported by the cooperating farmers throughout the year of 1941, There 
were 87 farmers in this group at the beginning of the year and 76 at the end. Prices 
reported by the farmers in these three counties during 1941 were averaged by months. 
The monthly prices making up 3° series thus developed are the average prices 
received for all market eggs 9 during the month (not the 15th of the month as in 
the California farm price series), These averages should be weighted averages 
since they are supposedly calculated by the farm advisors to whom each farmer 
reports his monthly receipts from the sale of market eggs and the number of dozens 
sold. 


This Extension Service series is plotted in figure 1 as a dashed line for 
comparison with the state farm price plotted as a solid line. The average of prices 
in this Zxtension Service series is probably too high to be representative of the 
state as a whole because two of the three counties are areas in which prices are 
relatively high. The fact that it followed closely along the state farm price from 
February to July suggests that the state farm price itself was somewhat too high. 
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of Hatching egg sales were excluded and producers known to sell substantial 
quantities of hatching eggs were not included in the averages; likewise, a few 
producers known to have sold mainly at retail were not included. 
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Fig. 1.-- Average monthly farm prices of eggs in California, 1941 
from two sources. 


Sources: Tables 7 and 8. 
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In August, the farm price began to move above the Extension Service series 
and continued above to the end of 1941. No satisfactory explanation is at hand for 
this widening spread between these two series during the fall months, Two possible 
explanations occur to the writers; namely, (1) that the farm price did not adequate- 
ly reflect the increasing proportions of smaller eggs in this season (see fig. 2); 
and (2) that the farmers reporting to the Extension Service have followed the sug- 
gestion to have a high percentage of pullets in their flocks in the fall of the year 
in order to take advantage of high prices of eggs during those months, 


Farm Prices Compared With Wholesale Prices.-- In figures 3 and 5 we have 
compared the California farm prices with the San Francisco and Los Angeles wholesale 
prices 10/ for the five-year period 1957-1941. The San Francisco prices of Large 
Extras are quoted daily by the United States Department of Agriculture, This is a 
wholesale quotation on large lots -- usually 25 to 100 cases -- sold to distributors 


or other large buyers. The quality is approximately that of the California A grade. 
A simple average of the daily quotations each month is used in our series, 


The Los Angeles prices of Large Extras are quoted daily by the Produce Ex- 
change of Los Angeles. These prices are ordinarily somewhat higher than the San 
Francisco prices just described since (1) the Los Angeles market is on an import 
basis and receives eggs from the San Francisco area, and (2) the Los Angeles quota- 
tion represents a slightly higher quality in that the eggs quoted must include at 
least 35 per cent of Specials (grade AA). 


At the bottom of figure 3 we have plotted the differences between the Calif- 
ornia farm price and the two wholesale prices. The shapes of the two difference 
curves are roughly similar in that the differences between the wholesale and farm 
price are notably greater in the late summer months than in the rest of the year. 

A comparison with figure 2, showing monthly variations in the percentage of large 
eggs of good quality in producers' deliveries, clearly suggests that the farm price 
figures do not allow adequately for the larger proportions of smaller and lower 
quality eggs in late summer and fall. 


The differences between the farm price and the wholesale prices may be 
examined year by year in figure 5. An examination of daily price movements in the 
several years suggests that in September, 1939, the farm price may have been high 
for the same reasons given later in explanation of a high January figure i 1937, . 
1939, and 1941 (p. 9 .) That is, in September of 1939 wholesale prices moved up 
rapidly to the middle of the month and then dropped abruptly, so that price reporters 
may have reported prices on the 15th based on the unusually high wholesale prices of 
the previous several days, 


The Seattle wholesale price is quoted daily by the United States Department 
of Agriculture on a basis supposedly like that already described for San Francisco. 
The Washington farm price is supposedly established by methods similar to that for 
California just described. In figure 6 we have compared the Washington fi price 
with the Seattle wholesale price of Large Extras. Again the difference nebreen the 
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10/ For a description of these quotations see: Erdman, H. Ee, Ge Be Alcorn, and 
A. T. Mace. Egg marketing in the Los Angeles area. California Agr. Exp. Sta. Bul. 
656; 13-16 and 40-41, 1941. 
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Fig. 2.-- Seasonal varietions, in per cent, of eggs graded AA and A 
in totel receipts of Poultry Producers of Gentral California, 1957-1941. 


Source: Table 10. 
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Fig. 3.-- Monthly average wholesale prices of large extras, San Francisco 
and Los Angeles, and the California farm price, Calendar Years 1937-41, 


Sources: California farm prices, table 8, San Francisco and Los Angeles 
prices, table ll. 
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Fig. 4.-- Monthly average wholesale egg prices at Los Angeles and San 
Francisco and the California farm price, five-year period August 1909-July 1914. 


Sources: California farm prices, table 9. San Francisco and Los Angeles prices, 
table 12, 
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Fig. 5.-- Differentials betwen mentnly California farm price for egrs. 


end the average monthly wholesale price of eggs at San Francisco and Los Angeles. 


Sources: Differences computed from tables 8 and li. 
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Fig. 6.-~ Monthly Seasonal average wholesale prices of large eges at 
Seattle and the Washington farm frice for the Galendar years 1937-1941. 


Sources: Seattle prices from table 11. Farm prices from table 8. 
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two is widest in the late summer ~- July to October -- suggesting that the men report 
ing farm prices do not fully allow for prevailing supplies of smaller eggs. 





The same general difference appears between the Oregon farm price and the 
wholesale prices of eggs at Portland, This wholesale quotation is established by 
the Portland Produce Exchange. We are. not informed on just how it differs on given 
qualities from the Seattle quotation. However, the curve picturing the differences 
between the Portland wholesale quotation and the Oregon farm price has the same 
shape (see fig. 7) as the Seattle - Yashington farm price (see fig. 6), although the 
five-year average difference between the Portland and the Oregon farm price is only 
4.6 cents as compared with a difference of 5,7 cents between the Seattle and Washing- 
ton farm price. In both states the January and December prices are relatively high, 
as in the case of California farm prices. (Noted pp. 6 and 9.) 


Just as there is a wide range in price between individual farmers in a given 
state or area, so the farm prices reported for various states vary from the average 
reported for the United States. The variations from the U. S. average farm prices 
in March, 1941 and 1942, were; 





1941 1942 

cents cents 

U. S. average price 16.4 25.8 
ighest state price 2565 3564 
Lowest state price 1324 20.7 
Difference between highest and lowest price 12,1 12.7 


The monthly farm prices in the three Pacific Coast states for the five years 
1937-1941 are compared in figure 8 The California price averaged substantially 
above the other two every month, but particularly in January, September, October, 
and November, A part of the difference is, of course, explainable by the fact that 
California has been on a net import basis’ during this period so that large quantities 
of eggs have moved from “lashington, Oregon, and other states to Los Angeles. 


Farm Prices Compared With Association Returns,-- In figure 9 we have compared“ 
ths 1957 TOT Racy SPS RIES CANEPOGNG Pare Prise with Peturne nade to’ ite members 
by the Poultry Producers of Central California (a) for all grades and sizes, and 
(b) for only the best large eggs -- the AA and A grades -- as it pays its producers. 
The returns made for the large top grades were above the published farm price in 


September, October, and November, but considerably below from January to March. 


The Association returns represent payments to producers from week to week, 
including the credit for the revolving fund contributions of 1 cent per dozen, since 
the latter are offset by semi-annual repayments. The payments do not include the 
deferred payments » ei for the five years, 1937 to 1941, inclusive, averaged 0.59 
cent per dozen. =-/ 
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11/ For a record of deferred payments made yearly by the Association, 1924 to 
1941, inclusive, see: WNulaid News. March, 1942. p. 21. 
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Fig. 7.-- Monthly seasonal average exchange prices of large eggs at 
Portland and the Oregon farm price for the calendar years 1937-1941. 


Sources: Portland prices from table 11. Oregon prices from table 8. 
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: Fig. 8.-+ Five year monthly averages of farm prices of eggs in 

Oregon, ‘iashington, and California, 1937-1941. 


Source: Table 8. 
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Fig. 9.-- Monthly average prices of eges: California farm price, 
P.t.C.C,. mid-month pool price of all eggs, and P.P.C.C. Large Asa and A price, 
calender years 1937-1941. 


Sources: California farm price from table 8. Association prices from tables 
13 and 14. 
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The state farm price was above the Association's returns for all grades and 
sizes in all months. During August to November and again in January the ai fference 
was from 3 to 4.5 cents. \ 


The fact that the farm price averaged above the Association's pool price for 
all grades and sizes in all months may have several explanations: 


1. Some of the reporters may have in mind only the prevailing prices on 
large eggs when they make their reports. This would also tend to make the differ- 
ence wider in certain months as already explained. 


2. The Association operates in a surplus area extending from Merced to Red 
Bluff and from Salinas to Zureka, Although most of the eggs from thisarea normally 
move to the San Francisco Bay area, some regularly move to Los Angeles. The general 
level of farm prices in northern California should thus tend to be lower t in 
southern California by the amount of the extra handling and transportation charges. 


3. The P.P.C.C. prices should tend to be somewhat lower than the state farm 
price because the state figure includes some sales to retailers and consumers, 
whereas any sales made in that way by members of the Association will not be counted 
in the returns and may actually reduce the Association average returns per dozen if 
some producers sell the better eggs directly. Some reporters may overemphasize such 
direct sales. 


In figure 10 we have compared the Association returns for large grade AA and 
A eggs with the San Francisco wholesale quotation on Large Extras. The average 
difference was more constant throughout the twelve-month period than for all grades 
and sizes. The difference was smallest in the fall and winter period. 


- As pointed out above, the P.P.C.C. pool price does not include the deferred 
payments made by the Association, These amounted to an average of 0.59 cent from 
1937 to 1941, By years they were: 


cents per dozen 


1937 0.32 
1938 0.97 
1939 0,19 
1940 0.76 
1941 0.71 


These deferred payments were made at the end of each year and we have no way 
of knowing how, if at all, they should be distributed over the twelve-month period. 
In fact, these payments, sometimes called patronage dividends, may represent largely 
the profit which in other cases goes to country buyers and city distritutors, but 
which in this case is retained by the producers. eal 


In figure 11 we have compared the prices paid by the Poultrymen's Cecil 
Association of Southern California for all grades and sizes with the California farm 
price, The shape of the difference curve at the bottom of the chart is roughly like 
that in figure 9 picturing the difference between the farm price and the returns by 
P.P.C.C. for.all grades and sizes. 


Here again is the suggestion that reporters may emphasize quotations on 
large eggs. It is kmowm that in the past some members of the Association have sold 
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Fig. 10.-- Monthly aversge wholesale prices of eggs, Large ixtras, in 


San Francisco and the P.P.C.C. average mid-month pool prices for Large AA and A, 
for the years 1937-1941. 


Source: Table 14, 
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Fig. ll.-- Monthly average prices of eggs: California farm price 
all grades and sizes, calendar years 1937-1941. 


Sources: California farm price, table 8. Association price, table 15. 
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some of their better eggs to consumers, so that the weighted average returns made by 
the Association would be reduced by any such practices, whereas the general preva- 
lence of such a practice would raise the state farm price, 


In figure 12, picturing the California farm price and the prices paid by the 
San Joaquin Valley Poultry Producers Association for all grades and sizes, again is 
the indication that the California farm price is not adequately weighted for the 
increased percentage of smaller sized eggs during the fall. 


Average prices paid for all eggs by the San Diego Co-operative Poultry Assoc- 
iation are compared with California farm prices in figure 13, where again the farm 
price is higher during the fall months. Egg prices in the San Diego area are among 
the highest in the state and this association's paying prices are rather consistent- 
ly higher than the California farm price except, as indicated above, for the fall 
period. 


A comparison of Washington and Oregon published farm prices with the prices 
paid by the associations in those states shows relationships similar to those found 
in California. In both states the published state farm prices were slightly below 
the association returns during the summer months. However, in the fall and winter 
months the state farm prices exceed the association payments, again suggesting that 
the published farm prices in those months do not reflect fully the increased pro- 
portions of the smaller sizes, 


A question arising in connection with a number of farm price charts is why 
certain months are “out of line." For example, the California farm price for 
January, 1937, 1939, and 1941 seems a bit high. (See figs. 1 and 5.) A possible 
explanation may lie in chance differences resulting from the different statistical 
methods used in developing the two series. That is, the farm price reported as of 
the 15th of the month may be too high or too low by comparison with an average of 
the daily wholesale quotations for the month. For example, in January, 1941, the 
San Francisco wholesale price quotation published on the evening of the 15th was 
2 cents lower than that for the preceding four market days and the Los Angeles 
prices had dropped 1 cent on that day, 1 cent the previous day, and 2 cents on the 
day before that. Therefore if the reporters were not careful they might have 
reported farm prices based on their knowledge of prices prevailing several days 
before the 15th. Such a situation may not arise often but the possibility needs to 
_ be st i in mind when comparisons are made. 


Index of Prices Paid by Farmers 12/ 


One problem in determining parity prices is the development of a simple 
measure of changes in the prices of things that farmers buy. Since farmers buy a 


ee ee Oe Oe oe ae es OD ee ee ee ee ee ee Oe OS as Oe ee ae ee Or ee es ee ee we - ee ee heshentend 


12/ Based largely on: Tolley, H. Re Material bearing on parity prices. U. Se 
Dept. Agr. Mimeo. July, 1941. For a list of the items see pp. 2-4. 

U. S. Congress. Senate. Committee on agriculture and forestry. Formula for 
determining parity prices. Hearings before a subcommittee ... 77th Congress, 1st 
session pursuant to S. res. 117 ee. Part 2. July 16, 17, 18, 22, 25, 24, 28, 29, 
August 1, 5, 19, September 16, October 23, December 18 and 19, 1941, Washington, 
Govt, print. off., iv4l. 
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Fig. 12.-- Monthly seasonal average prices of eggs, large extras, for 
the California farm price and the San Joaquin Valley Poultry Producers Associa- 
tion price, calendar years 1937-1941. 


Sources: California farm price, table 8. Association price, table 16. 
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Fig. 13.-- Monthly seasonal average paying prices of the San Diego 
Cooperative Poultry Association to eg shippers and the California farm price 
for the years 1937-1941. 


Sources: California farm price, table 8. Association price, table 17. 
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great many things, an “index" is constructed to measure the composite change in 
prices of the things bought. A price index is a single figure that has been compiled 
and statistically weighted so that changes in the index number will measure the com- 
bined price changes in a varied group of items without letting violent changes in 
the prices of a few small items seriously affect the index. The United States De- 
partment of Agriculture reports such an index of prices paid by farmers each month, 
As a matter of fact, the Department publishes four indexes of prices paid y farmers 
differently combined to meet several requirements: 





1. Index of prices paid for commodities used for living. 
2. Index of prices paid for commodities used for production. 
3. Index of prices paid for commodities used for living and production, 


4, Index of prices paid for commodities used for living and production plus 
interest and taxes. 


The indexes of prices paid must be constructed differently to indicate more 
clearly what changes are taking place or to meet the several legal requirements, 
Thus separate indexes to show changes in the prices of things used in living and in 
production (numbers 1 and 2 above) are convenient for certain uses but need to be 
combined (number 3 above) for calculation of parity prices when a post-war base 
period is used, that is, any other base than August, 1909 to July, 1914, 


To determine parity prices for any commodity when the base period August, 1909 
to July, 1914 is used, it is necessary to allow also for changes in interest on_ farm 
mortgages and taxes on farm real estate. For this purpose a fourth index is con- 
structed (number 4 above). 


As a basis for the construction of these indexes, the United States Department 
of Agriculture periodically collects data on prices paid by farmers. As a principal 
source of such price data, the Department maintains a list of some 14,000 local 
merchants who report prices paid by farmers in their localities. Most of these 
reports are made as of the 15th of the months of March, June, September, and Decem- 
ber. Some seasonal commodities are reported only once during the year, for example, 
screens in June, blankets in December, etc. Other commodity prices are reported 
monthly as, for example, feeds, and still others twice a year as, for example, some 
farm machinery. The monthly changes in the indexes are calculated mainly > from 
changes in the prices so reported. 


The Four Price Indexes and Their Calculation.-- It will be helpful to think 
of the index of prices paid as representing the total cost of a bill of goods which 
includes about what the average American farm family buys during a year. It may be 
well at this point to show just how each index is constructed -- or was constructed-- 
in July, 1941 -- and the purpose of each. Some readers may prefer to -— the 
description and continue with the middle paragraph on page 12 . 


The current “Index of Prices Paid for Commodities Used for Living" is computed 
by totaling the monthly costs of the following six groups of items used in living, 
each being given the weights indicated: 
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Le 21 food items times a weight of . .. +e e«.e-v-eeee 40 





=a 
2. 18 clothing items times a weight of . . « «see ee 23=b 
3. 9 operating expense items times a weight of .....l0=c 
4, 22 furniture and furnishing items times a weight of . 7=4d 
5. 15 building materials for houses times a weight of... 5=e | 
6. 4 automobile, gas, oil, and tire items times a 
weight of. . »« « e is=f 
Totals for 89 items = 100 = x 


The current index is computed by using the following formula: 


Let x = the current weighted cost of the bill of goods used for for family 
living. 

Let y = the weighted cost of the bill of goods used for farm family living 
from 1909-1914, 

Then =o the current "Index of prices paid for commodities used for living." 


The current "Index of Prices Paid for Commodities Used for Production" is 
computed by totaling the monthly costs of the following nine groups of — used 
for production, each being given the weights indicated: 


l.. 12 feed items times a weight of . .. «ese eee © e 29= 4a 
2. 30 farm machinery items times a weight of ....+«+-.« 9=b 
ve 3 motor vehicle items times a weight of eS a ee 11 =c 
4. 5 motor, fuel, oil and tire items times a weight of . 14 =d 
5. 5 livestock items times a weight of ...«.seee-e-e i120 
6. 13 fertilizer items times a weight Ot: so Ae Se 8s 9=f 
7. 20 service building materials times a weight of ...10=¢ 
8. 14 equipment and supply items times a weight of ... 8=h 
9. 10 seed items times a weight of «2. ee ee eee ee £Fi 

Totals for 112 items = 100 = x 


The current index is computed by using the following formula: 


Let x = the current weighted cost of the bill of goods used for production. 
Let y = 1909-1914 weighted cost of the bill of goods used for production. 
Then X = the current “Index of prices paid for commodities used for produc- 


tion." 


The current "Index of Prices Paid -- Living and Production" is then computed 
from the two indexes already constructed at the ratio of 52 to 48, Thus: © 


1. Current "Index of prices paid for commodities used for living" 

times a weight of ones © & & & 6.6 4's 2 @ © 28 @ @ 52 = a 
2. Current "Index of prices paid for commodities used in 

production" times a weight of er ee ee ee ee ee | 48 = b 
3. Totals = 100 =¢ 


4, Then c = "Index of prices paid -- living and production," 


mete (2 ma vena nies eee La ee /& es od: Knees vy A Peas - 4m Sle Wil eka, coe et Wie st eS eeeT o He 
pes ail ee eek: ee > a ta 2 Sa J = rrp Me ee Ae ee oa 1 hE apo pie ee Pe. re 
ri ye vie aes v poet ie 3 : ee 
28 r “ M Von gee ss 


" * te 2 os ee ae . aA: i Roe Bt aes 5 
a ; aes - i iF tay 
BOL, sess eee «+ + tO Sighew.s oomtt emedt Book IS gf 

; = BS es + « eo se « 2 Sighow # tomid atiodt gutdvofo Sf 4S 

"0 = OL » a e'«'s To digiow 2 eemtt amegi camoqne jabsdareqe © 48 
b=? + ane Fes ae ay cheteens aaeeee a of 
#8 « sto tigtew @ semis « tot elaitetan goibiind SE 46 
4 & vomit amedi ett baa ,Lio 283 ,olidomotua F ,.2 

2*Be : - * sto drigiow J 
; 4 x = 00f = amevt @$. 40h efedoT 


_ratsare gniwoliet env. yakaw yW Beduquoo ef xebut saree ei? 


vibes erat wr hos aboog.po [fic sft-to -d900. bodilyiow daeriso oid = tnd 
path, vitae set 19% bees eboog.ko fits ait to deoo, betdgiow edd = y tal 

SiG L-Q08L movt 
“sgaivil, tO , bet seltthommes, ‘ol. tag aeeit.to. zobar” teericn oft. "3 stoiT 
ef "uottoubord 10% bead. vo ktthonmod. tot bial geokxt to xebai Ineriwo eff 
beaw ames Yo aquets ‘enést, yitroLfoy edd to ateoe ‘¥lddnom old. gutletat yd bedugnme 
phetaatbad . : why tow. eat mevis. gated dose ,uoisoubog tot 


ae BES ee ee eee ee wo OF ow 5 ,nomkt amedt beet SE of 
=<) “oa 0 "see 0 Mig tew ».egmkt ampti yromtdoen ast OF 8 
; *e.2##e "s « To tgscw e wont? .2meti aloidev iqtom-£ ae 
bok ne digksw'a eomt? gmett exit bus fio gfevt:,yotom.s «> 
OSes oe Sing Bip = eg efelicrw pteespallryy maw ae 
‘2.2.9 “ae e ee ee 8: Pete's ow # semis amadi vesilitiet Si 4d 
3? OL e's « to digiew « alainetam yathlind cokviee 08 .T 
d= 3 ‘s+’ lo Jitgtew es somtd amet! elqque bas tmomgiupe Af 48 
Soe BSS sae os 90 Maton A sonts ems: bowe OF 48 


st ee = 00, * qnodt Sf nol efedoT 
splines qudwphiot off suker yt Sejwgnne af xpi! Pneruo of? ' 
wodtoubeng 70% See nhoos te Likd ev Lo tea bestow treme aft = x dod 
D ot Bosw aboog tp Sats et Ic Yeon tow $GieQ6RL = y dal 
serarcin tiscl boa sphitsounes qo? Hed Spodzg 20 wea jheperuno ait = & son? ; 
Ve codst 


"Snags ante Pooh outers. seo so hip tentys $v sue anions ott 
“pit +88 cf SB 2 older ad} Js Qetnizteneo yheotie soxebat owt od? mo¥l 


: So 10% heey neidtbognmp xot bieg seoitq Yo xebnI* dustmd »f 
& = *S es sen ed . ee 
: * i that Sebefoeatios > aot bike 

o> OL <n rr 
"saotsouborg bus gukvil << blaq 290i1q to xebal* = o medT 4h 








The fourth index, namely, the "Index of Prices Paid, Interest and Taxes, "ts 
computed currently as follows: 


1. Current “Index of prices paid, living and production" 
Wanee @ WRI AT ss ss tk eee ee KO ee ee os OO SA 
2. Current "Index of interest payable per acre" 13/ 
GAMOS GWOIERE OF ph tices ee seeeaecanvesess SSB 
3. Current "Index of taxes payable per acre" u4/ : 
Clee Be Weiped 6. 6:6 4 + « 6 6 + eo eS HS be HS 6=c 


a 


4, Totals = 100 =d 
5. Then d = the current "Index of prices paid, interest and taxes." 


Criticism of the Indexes of Prices Paid.-- There has been considerable. dis- 
cussion about possibilities of reweighting of the “Index of Prices Paid." A re=- 
weighting obviously may result in a different parity price calculation. Some persons 
would like to include wages in the "Index of Prices Paid." However, the index al- 
ready reflects industrial wages in the prices of the items that farmers buy. 
Although farm wages constitute one of the big items of farm expense they are not 
included in the calculation of parity prices under present laws, It was estimated 
in the Fall of 1941 that the inclusion of farm wages would raise the index of prices 
paid for commodities used for living and production, plus interest and taxes, about 
3 per cent as of October, 1941, 15, Congress in 1938 amended the original Agricul- 
tural Adjustment Act to include freight rates in the index of prices paid.l9/ How- 
ever, the Department of Agriculture states: "Freight rates are not accounted for 
separately in the computation of parity prices inasmuch as prices paid by farmers 
for commodities include transportation costs from the factory to the store where 
they are purchased, and freight rates from the local shipping point to terminal 
markets are reflected in prices received by farmers for farm products," 17 


The "Index of Prices Paid, Interest, and Taxes" is not a production index. 
Some indexes like the egg-feed ratio would more nearly measure the relative changes 
in the economic position of the commercial poultryman than these parity calculations. 


ee ae ee es ee a se ee ee ee ee ee ee ee ee es ee Oe me me 


13/ The "Index of Interest Payable per Acre" is constructed by estimating 
interest charges on farm mortgages and dividing the total annual estimates of charges 
by the estimated number of acres in farms. 


14/ The "Index of Taxes Payable per Acre" is constructed by estimating annually 
the total taxes payable on farm real estate, and dividing by the number of acres in 
farms. 


15/ Tolley, He Re Agriculture and the parity yardstick. Address before National 
Coop. Milk Prod. Fed., Chicago, Illinois, November 11, 1941. p. 5. JU. S. Department 
of Agriculture. Washington, D. Ce. (Mimeo.) 


16/ Public Law No. 430, 75th Congress. Sec. 301 (a) (1). 


17/ United States Bureau of Agricultural Economics. Method of eee parity 
prices for farm products. p. 1. August, 1941. (Mimeo.) 
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However, this: might not, and perhaps is not true of the poultry industry of the 
United States as a whole. A production index must hecessarily be abstract. Many 
of the costs are imputed or omitted, Parity as stated.is a relationship between 
prices paid and received by farmers. 





Some farmers have thought that their industry should have a special index. 
The contention has merit in that the list of prices paid could be constructed and 
weighted to fit the industry. Commercial poultrymen, for example, have pointed out 
that the present index of prices paid, interest, and taxes, makes inadequate allow- 
ance for feeds -- less than 10 per cent of the final index. But the orange producer 
may use no feed} Furthermore, the relative positions of the several agricultural 
industries at any one time differ greatly. Thus on March 15, 1942, the ten products 
listed in table 1 varied from rye at 60 per cent of parity to wool at 141 per cent. 
Obviously if each agricultural industry or farming area or other subdivision of 
agriculture had a special index of prices paid, the statistical task would be tre- 
mendous and the arguments endless, : 

| 
Comparative Costs of Egg Production 

Commercial poultry producers long have been interested in the costs of egg 
production, Naturally they are interested in the costs of production in other 
regions and by producers of other types than their own, However, costs of att 
under different circumstances are seldom really comparable. They vary widely, often 
for very different reasons, even in given localities. Furthermore, any marked 
increase in egg production may require very different additional costs in the several 
regions or among the different types of producers, Lilzewise, changes in costs will 
have different effects on output under different circumstances. 


| 
How widely costs vary in any group of farmers is illustrated by the results 
of a study of the operations of nineteen egg producers in one California county in 
1941, The costs per dozen in this group varied from a low of 13.4 cents to a high 
of 29,7 cents, with an average of 21.2 cents, 18/7" This variation is typical of 
Similar studies in other areas and other years. 


In order to make a comparison of changes in the costs of egg production in 
several regions over a period of thirty-one years, the United States Bureau of Agri- 
cultural Economics has estimated costs per dozen for one common type of farm in each 
of four regions year by year from 1910 to 1940, inclusive. These estimates, based 
on prevailing practices and cost items, seem worthy of presentation here, 14 The 
items on the basis of which the costs were computed included "feed, labor, deprecia- 
tion and death loss, use of tuildings, equipment and land, interest, taxes and mis- 
cellaneous costs," 


For the northeastern states costs of production were estimated for a flock 
1 
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18/ Author's computation from Poultry management study, Fresno County, 1941, 
California Agricultural Extension Service. unpaged. 1942, (lMimeo.) 


19/ Jennings, Ralph D. Downward trend in cost of egg production. U. S. Bur. 
Agr. Zcon. Poultry and Egg Situation PES-51:14-18, March, 1941. 
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TABLE 1 
Illustration of Discrepancy between Commodities 
in Parity Position 


pF een el Pee TCT AEA SEI SE TT, AMEE IS LISS Tce RCRD a Cee 


Prices on 
Commodity Prices in March 15, 1942 Per cent 
base period j; Actual Parity of parit 
dollars dollars dollars | 
Wool, pound 0.183 0.383 0.271 
Rice, bushel 0.613 1,686 1.203 
Cottonseed, ton 22.05 4418 $3.37 
Beef cattle, cut 5.21 10.26 
Veal calves, cut 6.75 12428 
Rye, bushel 0.720 0,643 
Barley, bushel 0,619 0.619 
Hay, ton 11.87 11.03 
Buckwheat, bushel 0.730 0.762 : 
Sweet potatoes, bushel 0.€78 1,002 





Source of data; 
Compiled from iiid-lionth Local Price Report. .U. S. Dept. 


Agr. March 30, 1942, 
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of from 1,500 to 2,000 Leghorn hens and pullets, These were considered representa- 
tive of the costs of the more efficient large-scale producers of the area, (See 

solid line in fig. 14.) Obviously these are commercial producers. The great number 
of farm flocks in this region are handled under very different conditions and prob- 
ably at lower costs, 





For the eastern corn belt states costs were estimated for a flock of about . 
300 Leghorns or others of light breeds, “These costs are not representative of the 
average of farm flocks raised in that area, but may be representative of poultry 
sideline enterprises that have been developed to a fairly high degree of efficiency." 
(See dotted line in fig. 14.) These costs admittedly do not represent an undeter- 
mined proportion of small producers with lower efficiency and higher costs and ob- 
viously are not representative of commercial flocks in these states. 

"Costs for the western corn belt were estimated for a farm flock of from 100 
to 150 birds of a heavy breed, such as Plymouth Rock or White Rock, Such a flock 
may be representative of most flocks in this area, where poultry farming is less 
specialized than in other areas." (See cross and dash line in fig. 14.) However, 
there are here and there large commercial flocks in these states which must face 
different operating conditions. 


"For the Pacific Coast states, costs were estimated for a flock of from 
1,000 to 1,500 Leghorn hens and pullets. These costs probably are more nearly 
representative of those of the upper 50 per cent of the producers than of the 
average of all flocks in that area." (See dash line in fig, 14.) That is, these 
costs are apparently considered lower than those of the other 50 per cent of com- 
mercial flocks. However, there are considerable quantities of eggs produced by 
small farm flocks for which costs will doubtless be still lower, though perhaps not 
as low as those of the corn belt states, £Y 

In table 2 we present the cost figures read from this chart for the four 
regions for 1910 and 1911 and for 1939 and 1940, Although, as shown in figure 14, 
there have been violent cost changes in the intervening twenty-seven years, the 
costs here given for the first and last two-year periods were remarkably similar. 
The biggest differences are those for the Pacific states, for which the estimated 
costs are nearly 2 cents lower in the later period. 


It is pointed out that the principal items are feed costs, which are dis- 
tinctly lower in the western corn belt and higher in the northeastern states, The 
distinct downward trend in costs per dozen in the last twenty years is explained 
partly by lower feed costs and partly by increased production per hen -- almost 50 
per cent in the northeastern states. 


These data are probably more significant as indicators of changes in costs 
from time to time than of differences from region to region, The costs are probably 
not important as short-time influences on production except in purely commercial 
flocks where all feeds are purchased and much labor is hired. A large part of the 
eggs in our national supply are produced by family labor and by hens fed on damaged, 
inferior, or spilled grain about the farm and perhaps on family garbage. iiuch of 
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20/ Quotations from Ralph D. Jennings, cited above. 
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Fig. 14.-- Uggs: estimated cost of production in specified areas, 
and price received by farmers in the United States, 1910 - 1940. 


March, 1941. 
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TABLE 2 
A Comparison of the Computed Yearly Costs of Producing Eggs 
in Four Regions and the Simple Averages of Estimated Monthly Farm Prices for 


Four States in the Respective Regions, 1910, 1911, 1939, and 1940 





Cost: Farm 
Pacific} price; 
States |} Calif- 











Farm os 
Bastern | price: }iWestern 
Corn Illi- j/. Corn 










price; 
Kansas 







eastern New 


Area Belt nois Belt ornia, 
21.5 | 21.6 |} 14.0 | 19.2 |] 22.5 | so.2 

+ 23.65 18.0 14.5 16.0 23.0 28.0 

20.5 |15.8 |] 14.0 | 15.3 || 20.5 | 23.0 

22.0 |169 1 15.5 | 14.5 || 21.5 | 21.6 


Sources of data: 


Cost data read from original of figure 14 as found in: United States 
Bureau of Agricultural Economics. Poultry and Egg Situation PES-51:15, 


March, 1941, Price data from tables 8 and 9. 
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17 
the labor would be unemployed and the feed not used if chickens were not raised. 


Pacific Coast commercial poultrymen should not be misled by the low costs 
shown for corn belt producers. As was indicated above, these are for sideline 
enterprises. The fact that such low costs, persisting over a long time, have not 
led to great expansion of the poultry business in corn belt areas suggests that 
costs would increase greatly if production were put on a commercial basis. Thus, 
there would have to be better housing, marketable grain would have to be used, and ~ 
supplemental feed purchased. Labor would have to be hired or dravm from other enter- 
prises. Under present conditions women and children commonly provide most of the 
small amount of labor put on the poultry enterprise. Furthermore, expansion to a 
commercial basis would.bring in the various diseases which accompany large-scale 
operations. 





These facts help explain a 24 per cent increase in poultry flocks in the west 
north central states on May 1, 1942, as compared with May 1, 1941 and only a 10 per 
cent increase in the western states in the same period, . 1/ Producers in both 
groups were urged on patriotic grounds to increase production and both groups were 
told that egg prices would be supported by the federal government. 


The above results are what we would logically expect in the two regions. If 
a million farmers in the corn belt, each with 100 to 150 chickens, increase their 
flocks by 24 per cent, it means adding 24 to 36 chickens on each farm. Setting a 
few extra hens or running the small incubator an extra time would do it. The extra 
costs could hardly be burdensome, nor would such an increase add much to the family 
labor. In the western states the proportion of commercial farms is doubtless great- 
er and on these an increase in the flock at once means buying more feed, hiring more 
labor, and crowding the buildings. 


“A comparison of farm prices of eggs on March 15, 1942, with those 5 March, 
1941, shows that prices have increased an average of only 46.2 per cent for the 
Pacific Coast states as compared with an average of 75.9 per cent for Iowa and 
Kansas. (See table 3.) Using the parity yardstick, egg prices on iiarch 15, 1942, 
were at less than 80 per cent of parity in the Pacific Coast states and at (105 and 
109, respectively, in Iowa and Kansas. (See table 4.) 


’ 


Feed=Egg Ratios as Indicators of the Position of the Poultry Industry 


A popular method of comparing the profitability of an animal industry from 
one time to another is by the use, of feed-product ratios such as the corn-hog ratio 
and the feed-egg price ratio. 22/ The popularity of these ratios is based on the 


fact that (1) feed is the most important cost element in the production of an animal 
or its products, and (2) expansion or contraction of an industry tends to follow 


Set et oe ee ee oe ee 8 Oe Ge ae ee Oe oe a eS Me a oe A ee Oe wee ee Oe ee ee te oe me ee ee ee ee ee ee tetera _ 


21/ Figures from; United States Agricultural Marketing Service. Poultry and Egg 
Production. May, 1942. | 


22/ The feed-egg ratio has been defined as: “The number of dozen eggs which a 
producer has to sell, and get paid for, to buy 100 lbs. of poultry feed for his 
chickens." C. J. Huttar, quoted in American Egg and Poultry Review 1(4): 156. 
April ’ 1940, 
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TABLE 3 


A Comparison of the Increases in Farm Prices on March 15, 1942 


Over March 15, 1941 in the United States and in Hight Selected States 


United States 
California 
Washington 
Oregon 

Kansas 

Towa 
Illinois 
Pennsylvania 


New York 


Sources of data: 


Increases, 
1942 over 1941 


per cent 


ST; 


45. 








Prices from tables 3 and 8; increases computed by the authors. 
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TABLE 4 


Sempaehaen of Egg Prices and "Prices Paid" in the Base Period, 
and These Plus Parity Prices in the 1937-1941 Period, and on larch 15, 
in the United States and Selected States 














Index of 
prices paid, 

interest, and 
taxes 





Egg prices 





Area 






















United 
States 


California 
Oregon 
Washington 
Kansas 
Iowa, 
Illinois 


Pennsyl- 
' vania 






New York 


Sources of data; 


Cols. 1 and 2 from tables 9 and 8, 





Col. 3 from; Mid-Month Local Price Report. U. S. Dept. Agr. March 30,1942, 
Col. 4 computed from data in: Mid-Month Local Price Report. U. S. Dept. 
Agr. February 28, 1941 and monthly issues thereafter. 


Col. 5 from: Mid-ifonth Local Price Report. U. S. Dept. Agr. March 30, 1942. 





Cols. 6, 7, 8, and 9 computed by authors. 
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pronounced changes in the ratio between feed and product prices. The weaknesses in 
the ratio method lie in the fact that it allows for changes in only the one element 
of feed in costs of production and that it is useful mainly to commercial poultry- 
men. It should also be pointed out that the poultry industry may actually be ina 
relatively better position with a higher (more unfavorable) feed-egg ratio if the 
price of eggs is sufficiently higher. For example, if twelve dozen eggs are produced 
from 100 pounds of feed and the feed-egg ratio of 7,00 with eggs at 20 cents per 
dozen, the poultryman's return above feed costs is $1.00 (five dozen at 20 cents). 

If the egg-feed ratio is 8,00 and the price of eggs is 30 cents, the poultryman's 
return above feed costs is $1.20 (four dozen at 30 cents). 





Production is also an important factor in thinking of feed-egg ratios as an 
indicator of profitability. For example, suppose a producer only obtained six doz- 
ens of eggs for every hundred pounds of feed. With a feed-egg ratio of 7.00 and 
eggs at 20 cents he would lack 20 cents of meeting his feed costs; with a feed-eg¢g 
ratio of 8,00 and eggs at 30 cents he wuld lack 60 cents of meeting his feed costs. 
Conversely, the high producer is proportionately in an even more favorable position 
with higher egg prices. 


Here again it must be said that comparisons between the base period and a 
recent period in a given area, or between different areas at a given time, are not 
particularly significant. In fact, most of the feed-egg ratios do not go back to 
the base period, 





For the central California area we have compared the annual simple average of 
weekly ratios for two five-year periods, 1910-1914 and 1937-1941 (table 5). This 
shows the recent period somewhat less favorable with a five-year average ratio of 
7.50 dozen eggs equal in value at California farm prices to 100 pounds, of feed at 
retail in Petaluma as compared with 6.94 dozen in the base period, 23/ 


The other commonly used feed-egg ratio which is also available for the base 
period is the United States farm feed-egg ratio, computed monthly by the United 
States Department of agri ae A published each month in its mimeograph, 
“Pouh Gry god Fee. Pradudil Miia aleke. cnceicanecenawcunnaviswnnwnnsne= ina jslis Sisal Ne 

23/ This ratio is based on the monthly average egg prices paid California pro- 
ducers and the feed prices charged producers at Petaluma for 100 pounds of feed, 
including 50 pounds mash (20 pounds of bran, 10 pounds of cornmeal, 10 pounds of 
ground barley, 5 pounds of meat scrap, 5 pounds of fish meal); 50 pounds of grain 
(equal parts corn, barley, milo, and wheat), 


24/ The United States Department of Agriculture publishes two feed-egg ratios. 
One of these, based on prices of fresh graded firsts at Chicago and prices of grains, 
bran, and tankage at Chicago, is known as the Chicago feed-egg ratio and is computed 
weekly, It appears monthly in the Department's mimeographed report, "The Poultry 
and Egg Situation." Its popularity arises out of the fact that it is published more 
frequently and is currently available. 


The second feed-egg ratio is the so-called farm feed-egg ratio, based on 
prices received by farmers for eggs and for the various grains and prices paid by 
them for bran and tankage. 

Both ratios show the number of dozen eggs required to purchase 100 pounds of 
a standard poultry ration consisting of 62 pounds of corn, 14 pounds of wheat, & 
pounds of oats, 2 pounds of barley, 9 pounds of bran, and 5 pounds of tankage. This 
ration is used because it represents "a general average of feeding practice over wide 
areas and many years." See article by: Foote, Richard. The Agricultural Situation 
24(3):15-16. March, 1940. 
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Comparison of the Feed-Egg Price Ratio 1910-1914 with 1937-1941 | 


Base period 


1910 
1911 
1912 
1913 
1914 


Average 


Sources of data; 


Base period: Voorhies, =. C. California poultry 


industry. 





TABLE 5 


Central California 


Recent period 


1937 
1938 
1939 
1940 
1941 


Average 


California Agr. Exp. Sta. Bul. 413:38. 


8.27 
6.50 
7.17 
7.87 
6.71 


7.30 


Doz eggs to buy 100 pounds of feeds consisting of 50 


pounds of mash (20 pounds bran, 10 pounds corn meal, 10 
pounds ground barley, 5 pounds meat scrap, 5 pounds fish 
scrap); 50 pounds of grain (equal parts corn, barley, milo, 


and wheat). 


Voorhies' tables 11, 16, and 18, 


Recent period; 


Nulaid News. p. 21. 


Ratio for 1910 calculated by authors by using 


April, 1942. 
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A simple five-year average of this farm feed-egg ratio is just slightly less 
favorable for the base period (6.38) than for the 1937-1941 period (6.27). Thus the 
differences in the five-year averages of the ratios between the base period and the 
1937-1941 period were conflicting and not great enough to be significant; _ 





Base period 1937-1941 


Central California 6,% 7,430 
United States farm 6,38 6.27 


An eastern poultry specialist recently pointed out that a favorable or un- 
favorable feed-egg ratio affects various types of producers differently, He classi- 
fied egg producers roughly into four groups; 25/ 


1. "The large commercial poultryman whose farm business is sufficiently 
diversified so that he has other important sources of income besides market eggs. 
These sources may include hatching eggs, baby chicks or other farm crops such as 
fruit, milk, potatoes, etc," 


2. “The large commercial poultryman who has no other source of income than 
market eggs." Ea 


3. “The diversified farmer who keeps 200 to 1,000 hens as one of his lines 
of income," 


4. “The farmer who keeps a small flock to produce eggs for home consumption 
and a few to sell," ; 





The last two groups are least affected by changes in the feed-egg ratio partly 
because so large a proportion of the poultry feed is picked up as waste about the 
farm or consists of damaged grain. The first two groups, on the other hand, are 
fairly responsive to changes. They cull their flocks more closely if the feed-egg 
ratio is unsatisfactory, reduce the size of the flocks a little, and perhaps cut 
production somewhat by not feeding so well. Responses are probably greatest in the 
second group. In fact, bankruptcy here quickly drives marginal producers out of 
existence if conditions are unfavorable for a short period. Dr. Huttar estimated 
that not’ over 10 to 15 per cent of our total year's egg supply comes from the first 
two groups. 


How important (or unimportant) the feed-egg ratio is in forecasting future 
poultry and egg production for the country as a whole is indicated by the fact that, 


"...on the average, a 20 per cent decrease from the 

preceding year in the October-March feed-egg ratio has 
resulted in a 5 per cent increase in the number of 

chicks on hand per farm flock the following June 1 as 
compared with the preceding year. Likewise, a 20 per 
cent decrease in the July-December feed-egg ratio, on 
the average, has resulted in a 1 per cent increase in 


nr ee ee a ee ee ee ee Ee Ee ee ee ee ee eS eS EE ee ES ee ee ee ay ES Oe ee eS ee EE ee ee 


25/ Huttar, C. J. American Begg and Poultry Review 1(4):156-7. April, 1940. 
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the number of hens and pullets of laying age in 
farm flocks on January 1 over what would normally 
result from changes in the number of chicks o 
hand per farm flock the preceding July 1." 26, 





For commercial poultrymen the production response is doubtless greater but we 
have no measure of its significance. 


Since egg production has become more efficient, particularly by the various 
measures leading to increased production per hen, comparison of the different ratios 
over a period of time should take into account this factor, For example, if the 
ratios in the base period and today were exactly comparable, it should mean a more 
favorable position for the producers today because of the fact that they are getting 
an increased number of eggs for a given amount of feed. This should probably be 
more true of the commercial farms than of the ordinary farm flocks, although even in 
the latter case there is probably an increase in the production per hen. 


United States poultry producers as a whole have more to gain from higher feed 
prices than from higher egg prices since most chickens are raised on farms which 
produce grain but feed relatively little of it to chickens, and that often an unsal- 
able portion. The general farmer is therefore comforted by a lower feed-egg ratio 
only if it results from higher egg prices rather than from lower feed costs. 


The commercial poultryman, however, who must purchase all of his feeds is more 
interested in lower feed prices and will be satisfied with lower egg prices if feed 
prices are also sufficiently lower. In fact he would welcome lower egg prices accom- 
panied by lower feed prices since consumption may be more readily expanded. 





The benefits of governmental subsidy can be more widespread in the poultry 
industry through the support of egg prices than through lowering of commercial feed 
prices by making surplus grains available at less than market prices. On the other 
hand, the commercial part of the poultry industry would be benefited considerably by 
lower feed prices resulting from any sales of surplus grains at lower prices. 


The more efficient producers obtain a higher output of eggs per unit of input 
of feed than do the less efficient producers. A subsidy on eggs, therefore, will 
benefit most the poultryman who gets the greater number of eggs per unit of feed. 

On the other hand, a subsidy on feeds favors the man who uses the greatest amount 
to produce a given quantity of eggs. 





Ideally, the decision to support or not support egg prices at points where, 
or times when, market breaks are likely to occur should be made on the basis of 
national needs of egg supplies. Such support seems justifiable if we concede a 
point often made in trade circles, partly supported by scientific steervation, that 
if prices once break as a result of temporary surpluses it is difficult to bring 
them back to normal, 


Likewise the decision as to whether to sell government owned surplus grain 
stocks at less than parity should be made on the basis of national need. Since we 


ee oe Oe oe Ee ne ee ee eee ee me re ee res Oe eS hee Oe ee ae Oe ee ---- —— - 


26/ United States Bureau of Agricultural Economics. Poultry and Egg Situation. 
Pe « December 4, 1939. 
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already have surplus grains and are short of egg, meat, and dairy supplies, it would 
seem that sales of such surplus stocks at less than parity would be justified where 
it would tend to increase production of the needed products, 


Nature and Significance of Base Period 


The idea of using "parity" as a measuring stick to determine agricultural wel- 
fare necessarily requires the comparison of price relationships in one period with 
those of another. But why use the particular base period, August, 1909 to July,1914, 
& period which ended nearly twenty-eight years ago? oa 


The question takes on importance because under some circumstances later bases 
are used. Are later base periods usable only when prices for the earlier period are 
not available for the products concerned? If so, must the oldest dates be used for 
which prices are available? If not, may an industry select the period which is most 
advantageous to it? And why take the 1909-1914 period in the first place? 


Origin of Base Period Concept.-= The period beginning August, 1909 and ending 
with July, 1914, the month before Eis outbreak of World War I, was probably first 
used in published material by the late Professor G. Fe Warren, who recalculated the 
U. S. Bureaw of Labor Statistics index of wholesale prices to that base, 27/ 

The Bureau of Labor Statistics had long used the base period 1890-1899 = 100 
in its index of wholesale prices, In 1915 it shifted to the base 1914 = 100 for two. 
reasons, first, to utilize the latest and most trustworthy figures, and, second, to 
permit the addition of new articles to the list constituting the index, 28/ 





In July, 1916, it shifted to 1915, "the last completed year," 29/ In 1917 it 
again shifted to "the last completed year, 1916," 80/ However, in July, 1920, the 
base period was shifted back to - sage = 100 "in order to provide a pre-war standard 
for measuring price changes." 51, 


Professor Warren, writing in the summer of 1921, was seeking an explanation of 
the rise and fall of prices during and following great wars, He needed some basis of 
comparison because he felt that, to quote the first sentence of his bulletin, "Market 
price is not high or low except by comparison." He apparently did not select the 
particular base because of an idea of fairness, but merely for convenience. 





Incidentally, in the same bulletin he worked out a "pre-war index" for the 
Civil War period in order to compare the way prices behaved after that war with their 


27/ Warren, G. Fe Prices of farm products in the United States. U. S. Dept. Agr. 
Bul. 999. August, 1921. 


28/ United States Bureau of Labor Statistics, Bulletin 181:5. October, 1915. 
29/ United States Bureau of Labor Statistics, Bulletin 200:5. July, 1916. 
30/ United States Bureau of Labor Statistics, Bulletin 226:5, December, 1917. 
31/ United States. Bureau of Labor Statistics, Bulletin 269:8. July, 1920. 
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behavior after World War I. Since few price data were available for that early 
period, he used prices which had previously been published for eight farm pd 
on a quarterly basis. In this his "pre-war" period covered the twenty quarterly 
period October, 1856, to July, 1861, again as a convenient basis of comparison, 


In the above-mentioned bulletin Professor Warren sought an emplanaton for the 
fact that by June, 1921, farm prices had dropped from the post-war peak of 246 (June, 
1920) to 106 (with his "pre-war" at 100), whereas the allecommodity index, which’ he 
used as a measure of "prices paid," had dropped only to 151 from its high of 276 
(Miay, 1920). 


In the discussion which followed during the 1920's and particularly in the 
1930's, writers began to refer (erroneously in our judgment) to the 1909-1914 period 
as a sort of golden era when all was well with price relationships. It is easy to 
take the next step and define "parity" as "a normal relationship" -- forgetting its 
accidental origin, 2°/ However, a recent explanation of “parity" uses this sentence 
in reference to the base period: “During the five years from August 1909 through 
July 1914, average prices received by farmers were such that people in agriculture 
had a relatively favorable purchasing power in comparison with the rest of the popu- 
lation." 59/ The latter statement is borne out by the data in figure 15, showing 
that both farm prices in general and egg prices in particular were relatively favor- 
able as compared with all commodities in 1909-1914, if we start from 1900-1904 as a 
base period. 


Just as the above was written there appeared at our desk a release from the 
United States Department of Agriculture, dated June 1, 1942, headed, "'Parity' is a 
Fancy Word; Stands for Fair Balance.” 





The idea of a base period first oo. in law in the Agricultural Adjustment 
Act of May, 1933, which stated that; %, “ee The base period in the case of all ~ 

agricultural commodities except tobacco shall be the prewar period, August, 1909+ 
July, 1914, In the case of tobacco, the base period shall be the postwar period, 
August, 1919-July, 1929." 35/ 


ee ee ee ee tee eg Fee me et ee me ce se eee es ee a ag EE eS ee DO OD we OF es eS OS ESS eS Pe ee 


32/ See; Brown, A. Je Parity prices as they relate to Kentucky agriculture. 
College of Agriculture, University of Kentucky. Undated mimeograph., Recd. early 
1942. And: U. S. Agricultural Adjustment Administration, Division of Information. 
Farm prices and food costs. p. 2. danuary, 1942. 


33/ Statement of Roy F. Hendrickson, Administrator, Agricultural Marketing Admin- 
istration, April 15, 1942, on the subject, “Statement on the Wartime Egg Production 
Goal, Why It Is Used and How It Is Being Supported." Page 11 of a mimeographed 
memorandum from the Assistant to the Secretary to members of state and county United 
States Department of Agriculture war boards. 


w/ Public No. 10, 73rd Congress, sec. 2(1).. 





35/ “This variation from the base period established for cther commodities is due 
to the fact that tobacco-consuming habits of the entire world have changed since the 
war, and the pre-war conditions of production and demand no longer accurately repre- 
sent the present condition of the tobacco industry." United States Agricultural sAc- 
justment Administration. Agricultural adjustment: a report of administration of whe 
Agricultural Adjustment Act, liay, 1933, to February, 1934. p. 4. Washington, Db. C. 
19%. 
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Fig. 15.-- Indéxes of egg prices and prices of all farm products, 
United States 1900-1914. (1900-04 = 100) 


Sources: U.S.D.A., Cooperating with the National Bureau of Economic 
Research, Inc., Gross Farm Income and Indeces of Farm Production 
and Prices in the United States, 1869 - 1937, Washington, D. C. 
1940. Computed from tables on pages 103 and 140. 
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The 1935 amendments to the Agricultural Adjustment Act added the words “and 
potatoes" following the word "tobacco" in the last sentence quoted above, thus 
giving them the same base period as tobacco. 367° 


The 1935 amendments to the Agricultural Adjustment Act, parts of i were 
later re-enacted in the Agricultural Marketing Agreement Act of 1937, provided that: 


"In connection with the making of any marketing agreement or 
the issuance of any order, if the Secretary finds and pro- 
claims that, as to any commodity specified in such market- 
ing agreement or order, the purchasing power during the base 
period specified for such commodity in section 2 of this 
title cannot be satisfactorily determined from available 
statistics of the Department of Agriculture, the base period, 
for the purpose of such marketing agreement or order, shall 
be the post-war period, August 1919«July 1929, or all that 
portion thereof for which the Secretary finds and proclaims 
that the purchasing power of such commodity can be satis- 
factorily determined from available statistics of the 
Department of Agriculture," 37, 





For the purpose of establishing marketing agreements or orders this legisla- 
tion left the selection of the specific base period partly to the judgment of the 
Secretary of Agriculture. The basis of judgment centered on whether the available 
statistics in the 1909-1914 base period permitted determination of purchasing power 
"satisfactorily." The same guide ruled also in the selection of the part of the 
later period to be used. 





Comparable Price.-- In July, 1941, Congress provided for the establishment of 
a "comparable price" for any commodity “if the production or consumption of such com- 
modity has so changed in extent or character since the base period as to result ina 
price out of line with parity prices for basic commodities." In other words, com- 
parable prices are to be used if base period prices are not now available or if par- 
ity, as ordinarily calculated, is clearly out of line ay prices of the five basic 
commodities, cotton, corn, wheat, tobacco, and rice, 58, 

The Emergency Price Control Act of 1942 continues the above provisions for a 
comparable price for nonbasic commodities but adds peanuts to the list of basic 
crops. However, this Act makes the procedure more specific by providing that the 
Secretary shall “determine and publish a comparable price whenever he finds yd 
investigation and public hearing ... "that the prescribed conditions obtain, 39, 


Se Fe ee ee ee Ee ORE ee ED ee Se ee ee Re ee SF ee SE Oe Ee OS ee OE OF OE EE FE Oe EE ee oe EP ee Oe Oe ee ee Oe ee ee Selneeeteehenteeheteed _—_——— 
36/ Amendments. Public No. 320, 74th Congress, sec. 62. Approved August 24,1935, 
37/ Amendments. Public Noe 320, 74th Congress, sec. 8e. Approved August 24,1935. 

The above provisions relating to marketing agreements and orders were re-enacted 

June 3, 1937. Public No. 137, 75th Congress, 

38/ Public Law 147, 77th Congress, sec. 4(a). ("Steagall Amendment.") 


39/ Public Law 421, 77th Congress, sec. 3(b). January, 1942, 
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Neither the Steagall Amendment or the Emergency Price Control Act of 1942 
establish the base period to be used or the method of determining comparable prices, 
which are apparently left to the judgment of the Secretary of Agriculture, Thus far, 
comparable prices have been established for three commodities, peanuts for oil, 
dried field peas, and soybeans, 40/° The base periods used were August, 1909 to 
July, 1939, Neither the base period nor the methods of calculating the comparable 
prices for these commodities will necessarily be used for other commodities, 





Since the Secretary, under the provisions of the Steagall Amendment, saw fit 
to designate eggs as one of the commodities to be supported at not less than 85 per 
cent of the parity or comparable price, 41/ the question arises as to which applies 
to eggs. 


Apparently it has been decided by the Secretary of Agriculture that parity 
prices with the regular base period, August, 1909 to July, 1914, apply to eggs. 42/ 
Price data are available on a monthly basis for the entire base period so that the 
purchasing power during the base period can "be satisfactorily determined from 
available statistics ... ." We may raise some question, however, as to whether the 
“purchasing power" so determined for eggs is "satisfactory" and whether a “compar- 
able price" would be more "satisfactory." 

Thus far it has been assumed that production and consumption have not so 
changed “as to result in a price out of line with parity prices for the basic com- 
modities during the base period." This assumption is apparently justified by the 
fact that United States egg prices are now at practically 100 per cent of parity. 
Of the basic commodities, wheat prices were 80 per cent of parity on March 15, 1942, 
corn 83 per cent, rice 140 al cent, cotton 98 per cent, and tobacco, according to 
type, 92 to 142 per cent, 4 : 


sd } 


Price Ceilings 


The Emergency Price Control Act of 1942 provides (Sec. 3a) that no price 
ceilings are to be established on farm prices below any of four different bases. 
The prices of eggs for the four bases named in the Act, with the first adjusted 
seasonally, as of March 15, 1942, are: 


40/ Fats and Oils Situation FOS-60;8-12., February, 1942. These three given in: 
Mid-Month Local Price Report. U. S. Dept. Agr. lionthly issues. 


41/ Public announcement with respect to the expansion of production of nonbasic 
agricultural commodities. U. S. Department of Agriculture. August 29, 1941,- 


42/ Thus the Mid-ifonth Loeal Price Report, March 30, 1942, on p. 16, listing 
parity prices for various products, includes eggs with the products coming under the 
pre-war base provisos. 





43/ Mid-Month Local Price Report. U. S. Dept. Agr. p. 16. March 30, 1942, 


| 


44/ Mid-Month Local Price Report. Us. Ss Dept. Agr. March 30, 1942, No. 1 is 
parity price of 26.1 given on p. 6, multiplied by 1.10. Nos. 2 to 4 from p. 19. 
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1. 110 per cent of parity 28.7 
2. October 1, 1941 31.0 
3. December 15, 1941 34.1 
4. Average July 1, 1919 to June 30, 1939 33.2 
; } 
It should be pointed out that the first base will not only change seasonally but 


with changes in the index of prices paid, even with no change in the index 
in larch the parity price in June would be 25.1 as compared with 44.9 in No 


Regional Differences 


Our interest in this discussion has centered mainly on the Pacific c 
states, with particular emphasis on California. 


from 148 
vember, 


oast 


In connection with price support 


(or control under the Emergency Price Control Act of 1942) administrators will need 
to bear in mind regional changes .in price and supply relationships, chy cil if 


the national parity approach continues to be used, 





We have already noted that the seasonal movement in prices has chan 
footnote 7.) We might call attention to the change in the seasonal egg pr 
ments in San Francisco and Los Angeles by comparing figures 3 and 4, the l 
ing a seasonal swing in the base period of about 25 cents as compared with 
cents in the recent five-year period. 





Again, in the base period the movement of eggs was very different. 
on movement for the base period are practically nonexistent. However, stat 
obtained from numerous “old-timers" are conclusive on the following general 
during the period 1909-1914, 


The three Coast states were on an import basis. All three received 


quantities of eggs from the iliddle West for storage during the storage seas 
California shipped some eggs 


for current consumption in the late summer and fall. 
to the Pacific Northwest each spring, largely by boat. A few shipments we 
from California to the Hast during the winter months, but these did not be 
important until the high prices of post-war prosperity in 1919 and later. 
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increase in production seems to have occurred in these states between 1919 and 1929. 


(See table 6.) 


It is interesting to note also that during the base period the simpl 
average of prices compared with the United States farm price as follows: 





e 60-month 


cents 
United States price 21.0 | 
Washington 29.3 (difference 7.8 cents) 
Oregon 28.4 (difference 6.9 cents) 
California 29.1 (difference 7.6 cents) 


The changes over the period 1909-1941 are illustrated in figure 16, in which 
we have compared simple annual average prices of California, Iowa, and New York with 
those of the United States. At the bottom of the chart is pictured the yearly dif- 
ference between the United States and California farm prices. The California farm 
price remained above the United States price throughout the period of heaviest out- 
shipments, 1920-1930. The average of base period prices for the Pacific Coast states 
was 34.4 per cent above the national average. In 1937-1941 it was but 9.4 per cent 
above. 


How widely the relations of prices in any one region may differ from the 
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TABLE 6 
Per-Capita Egg Production in Census Years, Pacific Coast States 
and the United States, and United States Department of Agricul- 


ture Estimated Consumption, 1899 to 1939 


{ | United States 








Sources of data: 


Compiled by authors from: 


Population: U, S. Bureau of the Census. Population, F 


Series, United States Summary. p. 6. 


Beg production: U. S. Bureau of the Gensus. 1900 ~--— 
| 


Statistics of Agriculture, 1900. Part I. p. 634. 1910-1940 -- 





Census of the United States. Agricultural sections for 


individual states. 
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national average during shorter periods of time is shown in figure 17, picturing the 
premiums of California egg prices over the United States average monthly, 1937-1941, 
inclusive. 

Variations between states have already been noted. Figure 18 emphasizes the 
wide differences, using the parity yardstick, 

While it has been indicated by officials of the Agricultural Marketing Admin- 
istration at various times in the past that an attempt would be made to maintain 
normal regional price differentials in farm vrices of eggs, there has been no deci- 
sion as to what that "normal" differential is, The constant shifts that are coming 
about in our economy prevent any status quo. As an example, notice table 6, which 
shows the remarkable changes that have taken place in the per-capita egg production 
in the western states and in the United States, The current demand for dried eggs 
and the manner of acquisition are factors making for a relatively higher price in 
certain areas, A statement of policy of the Agricultural Marketing Administration 
as of April 15, 1942, *9/ states that “parity is a national figure and is developed 
‘from the United States average farm price. «+. No market structure can assure all 
farmers the same price for eggs." 





Conclusions | 
It is erroneous to consider parity prices as an index or measure of the fair- 
ness of prevailing prices. The "parity price" which one gets by multiplying the base 
period average price by the current "index of prices paid, interest, and taxes," 
merely shows what prices of given products would be now if they bore the same rela- 
tionship to the average of prices paid by all farmers as they did three decades ago. 
Such an average cannot measure fairness between commodities, between regions, or 
between agriculture and the rest of our economy, 


The state farm prices of eggs published each month by the United States Depart- 
ment of Agriculture are compiled by statistical methods which should produce a 
weighted average of prices received by all farmers in each state, This price should 
be one which, if multiplied by the total quantity of eggs sold by farmers in each 
state, would give the amount of money they received for all grades, sizes, aed quali- 
ties delivered under all methods of sale. 





Such tests as we have been able to apply indicate that the state "farm prices" 
in Pacific Coast states are too high to represent a weighted average Nts pole fall 
months and, in California at least, somewhat high all year. One explanation is that 
farmers sell relatively more eggs to retailers and consumers in those months; a more 
important explanation is that reporters do not make full allowance for the increased 
proportions of small and medium sized eggs in fall. And finally, some sections 
shift from a shipping basis to an import basis in the fall and early winter months 
so that prices of locally produced eggs are based on the costs of shipped-in eggs 
during that period. 





| 
| 
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i 
45/ United States Department of Agriculture, Agricultural Marketing Administration, 
Washington, D. C. Memorandum from Roy F. Hendrickson, Administrator, on "Statement 
on Wartime Egg Productior Goal, Why It Is Needed and How It Is Being Supported.” 
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Fig, 17.-- Differentials between mid-month California and United States 
farm prices of eggs (California price above or below United States price), 1937 - 
1941 annually and five-year average. 


Source: Table 23. | 
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The index of prices paid, interest, and taxes, as published by the United 
States Department of Agriculture, affords a good measure of broad general changes in 
prices paid by farmers over the country as a whole. However, it is not a satisfact- 
ory measure of changes in given regions or for particular industries. Such a 
national figure obviously covers up wide differences between regions and among the 
several lines of agricultural production, and makes no allowance for increased effi- 
ciency in agriculture or industry. 


The inherent defects of the parity approach would not be corrected yy the use 

of "comparable prices” in place of “parity prices." 

The development of large wartime outlets for frozen and dried eggs is tending 
to place less emphasis on the usual fresh egg quality measures. Many of the quality 
factors important for the shell egg trade are not important when eggs are as out 
at or near country points, Such defects as checked, cracked, or broken shells; 
large or tremulous air cells; variation in color of yolky and irregular shape do not 
lessen the value for the purpose of drying or freezing. The result is a narrowing 
of some quality spreads and a relatively greater than average increase in the farm 
prices in sections in which these uses are important, 


The question of selling government-owned surplus grains at less than parity 
prices should be decided on the basis of national needs, respectively, of grain and 
of meat, poultry, eggs, and dairy products. The very existence of stocks a surplus 
grain at a time when more dairy, meat, and poultry products are needed suggests its 
own answer, 
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TABLE 7 
Monthly Farm Prices of Market Eggs Reported by Farmers Cooper- 
ating with the California Agricultural Extension Service in 


Cost and Efficiency Studies, 1941 


Averages, Standard devia- 
Month three counties tion from mean 
cents per dozen 

January 24.0 342 
February 19,2 204 
March 19.3 265 
April 22.67 3e3 
May 24.7 ed 
June 26.7 Sat. 
July 29.1 3.1 
August : 31,6 3.5 
September 34,40 3.5 
October 35.0 Sel 
November 36.1 1.5. 
December 34.7 1.7 


Source of data; 
Compiled by the authors from prices reported monthly 
by the individual participating farmers who numbered 86 
at the beginning and 76 at the end of the year, in 


Sacramento, Orange, and Los Angeles counties, California. 
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TABLE 8 


Monthly Farm Prices of Eggs: California, Washington, Oregon, Kansas, 
Iowa, Illinois, Pennsylvania, New York, and United States, 1937 
1941 Together With Five-Year Averages and a Sixty-Month Average | 


De 


cents per dozen 


alifornia 











(Table continued) 
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Year| ane 








1937| 27.1 
1938} 27.3 
1939} 24.7 
1940] 22.4 
1941} 25.4 
Avge | 25.4 


937) 23.1 
1938} 21.6 
1939{ 18.8 
1940} 18.3 
1941] 19.7 
Avge! 20.35 


Feb. 


18.0 


source of data; 
Crops and Markets. U. Se Dept. Agr. Various issues, The sixty-month aver- 
ages were computed for us, 





TABIE 8 | 
(continued ) 


Mar. | April ay | June y AUB s | ep © VOVn F BOTS 9 Dec. | simple 
Snes pero verlize 





ee ee 
aP wb Sw 

ee a2 08 
POG a 





2262 | 2264 | 20.7} 20.8] 24 
18.8 | 19.1 | 19.9} 21.7] 25 
16.4 | 18.2 | 17.7] 18.1) 22 
19.4 | 17.8} 17.4] 17.4 | 22 
19.1 | 22.21 21.9] 25.0] 29 
vet 19.9] 19.5] 20.6] 24 


19.9 
16.2 
16,0 
15,4 
16.4 
16.8 
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Ol 
15.9 
15,5 

5.0 
19.7 
17.2! 





17.7 20.6 
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TABLE 9 


Farm Prices of Eggs: Base Period lionths for California, Oregon, 

Washington, Kansas, Illinois, Iowa, Pennsylvania, New York, and 

the United States Together With Five~Year Averages, 1909-1914, 
and a Sixty-Month Average 


Year | Jan, ia far. | Ap May | June] July] Aug. 





ep Oe ] ove 


Califo a 


Gents per dozen 





199° 










28 52 37 42 
1910 24 25 28 32 37 42 
1911 21 22 25 30 36 40 
1912 20 22 25 29 34 40 
1913 21 22 30 31 38 50 
1914 25 25 | 
AVE. 2202] 25.2 | 2762! 20.8 | 36.9] 42.8 





30 32 
30 32 36 40 
27 30 35 38 
26 28 35 39 
26 32 





27.8; 30.8 


(Table continued) 
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(continued) 


Mar. | April; May | June| July | Aug. | Sept.j Oct. | Nov. | Dec. | Simple 
«average 


TABLE 9 
| 


18 19 24 
16 18 24 
13 16 22 
16 18. 24 
15 18 27 


32.2} 27.8} 25.0| 18.4 


2504 e 
25,8! 27.2 
21.8} 26.1 
24,0] 27.8 
26.0/ 51.3 





23.8] 27,8 





ources of data: United States: Crops and liarkets. U. S. Dept. Agr. February, 
1936. States: U. S. Dept. Agr. Statistical Bulletins 14, 15, 16, and 17. 
Prices of farm products received by producers, Washington, D. ©. 1927, The 
sixty-month averages were computed for us. 
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TABLE 10 


Egg Receipts: Poultry Producers of Central California 


Monthly Average Receipts of Large AA and Large A Eggs in Terms of Per 


of Total Receipts for the Five-Year Period, 1937-1941 


Large AA plus 


Month Large A 


All others 


per cent per cent 


20.91 


January 
February 
March 
April 
May 

June 
July 
August 
September 
October 
November 
December 


Average 


Source of data: 


Compiled from tables supplied H. =. Zrdman on receipts of 


69,09 
71.96 
70.985 
68.70 
66.81 
64.56 
61.15 
55.70 
48,28 
46.57 
52.97 
62.74 


61.60 


28.04 
29.07 
31.350 
53.19 
35,44 
38.85 
44.30 
51.72 
53.63 
47.05 
57.26 


38 .40 


per cent 


100.00 
100.00 
100.00 
100.00 
100,00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 


100.00 


Large AA and Large A in terms of per cent of total receipts. A 
figures for Large AA and Large A are the fiveeyear average of t 
} 
| 


two tables combined, 














Cent 


ove 
ose 


and for “All others" the figures are the dif- 
ference between the first column and 100. 
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TABLE ll | 


| 
Monthly Average “Jholesale Prices of Large Extras, San Francisco, 
Los Angeles, Seattle, and Portland, 1937-1941, Together With Five- 

Year and Sixty-lionth Averages 


aly AUB e ept. | O N Dec. {Simple 
ss average 


















eed Mar. jApri May | June 


cents per dozen 
San Francisco 
: 


Sources of data: , 
San Francisco data from United States Department of Agriculture, Agriculture 

al Statistics, 1941, p. 479, except August-December, 1941, compiled from Federal- 
State Market News Service Daily Butter, Cheese, and Egg Reports, San Francisco. 
Los Angeles data compiled from above Market News reports. Seattle data from 
United States Agricultural Marketing Service, Dairy and Poultry Market Statistics, 
1937 Annual Summary, p. 39; 1988, p. 37; 1939, pe 3%; 1940, pe 35; 1941 data ob- 
tained through E. R. Johnson, Seattle office of Agricultural Marketing Administra- 
tion, Portland data were compiled from daily prices established by the Portland 
Produce Exchange as supplied us by C. Ls Reiser, Portland office, Agricultural 


Marketing Administration, 
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TABLE 12 


Monthly Average Wholesale Zgg Prices at Los Angeles and San 
Francisco, Base Period Months Together With Five-Year Monthly Av- 
erages and a Sixty-Month Average 





Year] Jan. apr. | Way] June [guly| Aug. | Septy Oct.| Nov. | Dec. | Ave 
RED eae 


cents per dozen 


Tos Angeles BORA 


1909 
1910 
1911 
L0Le 
1913 
1914 
AVE. 











1909 

1910} 35.9 26.9 | 29.35 
1911! 31.6 21.4 | 26.1 
1912} 33.5 22.0] 24.9 
1913] 28.4 24.1] 27.0 
1914} 40.4 24.6] 2767 
AVE. 35.6 23.8] 27.0 


| 
Sources of data: 


Los Angeles: august 1909-December 1909 ~-- Pacific Dairy Review, weekly 
issues, reporting each Thursday exchange quotation. January 1910-August 1914 -- 
Voorhies, EB. Ce The Califomia poultry industry; a statistical study. California 
Agr. Exp. Sta. Bul. 413;165. Wovember, 1926. Monthly figures are based on arith» 
metic average of Wednesday quotations appearing in California =e 

| 
; 


San Francisco: Sprague, Gordon W. Average monthly price and price rela- 
tives for fresh eggs at wholesale at five markets, 1909-1934. U. S. 
Econ. Washington, D. C. February, 1935, (Mimeo.) Table 12, p. 14. 

! 


re Agre 
Quoted 
as "fresh fancy," 1909-10, and as "fresh extras," 1911-1914. 


| 
| 
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TABLE 13 


Weighted Average Pool Prices for All Grades and Sizes of Eggs go 
by the Poultry Producers of Central California; Mid-Month Weekly Pools 





liar. | Apr. | hay 






Source of data; 
Data from Poultry Producers of Central Califomia giving pool price of each 
grade for the week including the 15th of the month, 





TABL= 14 | 

Weighted Average Pool Prices of Large AA and Large A Eggs Paid by 
the Poultry Producers of Central California; Mid-Month Weekly Pools 
| 


Jan. [Feb, | Har. | Aprs | Way [dune] July | Aug. | Sept 


AW aN ow 
Norman Dd 
ee 
ODMDAAaANM 





of data: 
Data from Poultry Producers of Central California giving pool price of each 
grade for the week including the 15th of the month. Prices of grades -and A 
averaged by weighting by per cent each was of total receipts each week. 


Source 
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TABLE 15 


Weighted Averages of Prices Paid by Poultrymen's Cooperative ake 
ciation of Southern California for Eggs of All Grades and Sizes, 
Monthly, 1937 to 1941 





Apr. | May | June 
cents per dozen 


"} 19.8} 21.6 
122.84 23.7 
17.5 | 19.9 
16.5] 18.3 
25.6'| 28.2 | 
20.4} 22.5 





Source of data: 


Poultrymen's Cooperative Association of Southern California. 


TABLE 16 
Weighted Average Pool Prices for All Grades and Sizes of Eggs Paid 


by the San Joaquin Valley Poultry Producers Association, jonthly , 
1937-1941 


ane | Fed. | Mar, | Apre | tay jdune ; vuly | Auge | Sept.| Octe Tove | Dec. | Avg. 
cents per dozen 


23.0; 18.7 








19.5 
21.5] 17.6 | 18.2 
21.4) 19.4 | 18.7 
18.5} 17,3 | 16.0 
23.0] 18.7 ; 19.5 
19,8] 19.8 | 19.8 





Source of data: 


San Joaquin Valley Poultry Producers Association. 


| 
| 
| 
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TABLE 17 


Weighted Average Returns to Producers i‘onthly for All Grades and 


| Jan. | Feb. | Mare | Apre Aug 
Gents per dozen 





Source of data: 
- Data supplied by the Association. 





TABLE 18 


United States Egg Prices Compared With All Farm Products and All 
Commodities, 1900-1914 


Calendar Eggs Tndex of farm prices |Prite Index. mod pe 
‘akee Farm price [Index 1900-| 1910-1914 | 1900-1904 T810- rei 888° root 
1904 = 100 = 100 = 100 = 100 

‘SSRE SUES JOST SONAL clea MOT Meets Ds 

Average per cent cent r cent per cent per cent 

1900-1904 “16.6 “~I00.0— aan 7 00. ~ 64.6 |  100,0- 
1900 1 ~ 8363 68.1 ° 81.9 96,8 
1901 89.7 724 e 80.7 95.4 
1902 ° 109.0. 78.2 ° 86.0 103.7 
1903 ° 102.6 75.8 ° 87.0 102,8 
1904 115.4 77.0 ° 87.2 105.4 
1905 . 115.4 76.6 re 87.7 |. Ota 
1906 109.0 7861 ° 902 | 106.6 
1907 ° 115.4 85.2 ° 952 112.5 
1908 121,8 85.9 ° 91.8 208.6 
1909 ° 125.6 97,0 506 98.7 11.6.7 
1910 ° 131.4 104.8 102.8 127.25 
1911 108.3 91.8 ° 94.7 11:,.9 


1912 126.9 99,8 346 100.9 119.3 
1913 120.5 102.2 ° 101.9 120.4 
1914 . 128.8 99.2 . 99.4 117.5 





Source of data; 
United States Department of Agriculture, cooperating with the National 
Bureau of Economic Research, Inc. Gross farm income and indices of farm produc-= 
tion and prices in the United States, 1869-1937. Washington, D. C. 1940. 
Cole 1, pe 104; col. 3, table 77, p. 140; cols. 2 and 4 calculated from cols. 1 


and 3. 
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TABLE 19 
Annual Egg Prices, United States, California, Iowa, and New York 
1909 to 1941 
} 
| 
Weight - eight 
average ' Simple average averag Simple average 
Year 'inited jUnited|Calif-| New| Yeor Heres waresarcatit ose 
States States| ornia Iowa {| York States States!ornia | Iowa York 
cents per dozen | 
1909 20.6 27.8 33.8 
1910 20.5 28.6 29.8 
1911 16.9 | 26.3 31.0 
1912 20,2} 2652 34.6 
1913 18.8 | 28.1 27.9 
1914: 20.6 | 29.6 21.6 
1915 20,c  f*20ek 18.9 
1916 2866 °} 3129 18.7 
1917 34,1 32.5 | 42.5 20.5 
1918 $9.9 37.8 50.3 
1919 44.7 42,5 |-5652 
1920 47.8 45.0 59.8 
1921 33.1 50.8 |} 45,1 
1922 28.1 25.8 | 39.2 
1923 29.8 26.8 40.3 
1924 30.3 28.1 | 39.0 
1925 S57 SieS | 43a 





Sources of data; 


Agricultural Statistics, 1941. 
Ue. Se Dept. Agr. 


United States weighted average: 
Agr. Econ. pe 472 . 1941 from Crops and liarkets. 
1942, 


¥ 


| 


Us Ss 
bruary, 





Bur, 


United States simple average: Computed from monthly prices in Crops and 


Markets. U.S. Dept. Agr. February, 1936 and later February issues, 


State averages, 1909-1925: 
Statistical Bul. 17. Prices of farm products received by producers. 
computed from U. Se Dept. Agr. Statistical Bul. 15. 
received by producers, 
Bul. 14. Prices of farm products received by producers. 


State averages, 1926-1941; 
and Markets. U. S. Dept. Agr. 


Computed from monthly prices as given 
Monthly issues. 


California -- computed from U. S. Dept 
Be 
Prices of farm ae 
New York -- computed from U. Se Dept. Agr. Stat 
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TABLE 20 


Amount California Egg Prices Have Been Above United States 
Egg Prices; Annual Arithmetic Averages of Monthly Prices 


Cents per Cents per | Cents per 
Year dozen Year dozen Year dozen 
1909 8.4 1920 2el 1931 320 
1910 7.8 1921 204 1932 209 
1911 8.6 1922 4.9 1933 54 
1912 5.8 1923 4,5 1934 2el 
1913 7.8 | 1924 442 1935 ™ tee 
1914 8.2 1925 5.5 1936 1.35 
1915 72 1926 205 1937 Sel 
1916 6.4 yo27 1.6 1938 3.8 
L9LT=* 367 1928 0.7 1939 4.46 
1918 72 1929 2.5 1940 2.6. - | | 
1919 7.6 1930 2.8 1941 4.2 


Source of data: 
Computed from table 19. 

TABLE 21 

Mid-Month Farm Price of Eggs, United States and California, 1937-1941 


Tug. | Septy ot. | Nov. [Docs | Aves 
Gents per dozen (eee Sed 
















766 11904 | 2004 | 2269] 25.2) 28.0 | 2 
0.5 | 22.5 | 25.0 | 29.1 | 31.0| 32.4 | 2 
29 5.8| 4.4 


















Dept. Agr. Monthly issues. 
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